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During the last fivr years, the cost of attending college in California 
increased sharply, while the State increased student aid funds only minimally, 
and the federal government reduced itiS aid programs. As a result, concern 
has risen about the continued ability of the State's grant programs to 
provide college access and choice to financially needy undergraduates- 

This increasing concern was evident in Supplemental Language adopted by the 
Legislature in %|ie 1984-85 Budget Act calling on the Comrai'ssion to examine 
the California Student Aid Comroission's grant programs: 

Student Finapcial Aid Study . In order to assCs-s the extent to 
which existing* state student financial aid programs meet stated 
goals, the Legislature directs the California Postsecondary Educa- 
tion Commission to examine the characteristics of Student Aid 
CoBwission grant program applicants and recipients over the past 
several years. This assessment shoul*! include, but not be limited 
to, an analysis of the following: 

(a) the characteristics oF applicants and application patterns; 

(b) program provisions affecting eligibility; 

, (c) characteristics of recipients and distribution of awards 
among students and segments; 

» 

(d) mechanisms arid program provisions affecting the distribution 
of awards, including determination of need, income ceilings, 
number of first-time awards, and criteria for rationing 
available first-time awards; 

(e) program relationships including thJ \nteractiou among state 
grant programs and between state programs and (the] federal 
Pell Grant program; and 

(f) t^e renewal process including the community college reserve 
portion of the Cal Grant A program and renewal requirements 
for other Cal Grant A and B recipients. 

The PC^tsecondary Education Commission shall submit a preliminary 
report on program characteristics to the Joxnt Legislative Budget 
Committee and the fiscal committees by November 30, 1984, and a 
final report outlining a range of possible policy options and 
their implications by February 15, 1985 (Item 6420-001-001). 



The first part of the Commission's response to this legislative charge, 
Characteristics of Cal Grant Applicants and Recipients: A Preliminary 
Report on California Student Aid Com mission Grant Programs , was adopted in 
December 1984. It focused on those California undergraduates who in recent 



years applied for financxal assistance from the State's two major undergrad- 
uate grant programs the Cal Grant A State Scholarship Program and the Cal 
Grant B Opportunity Grant Program — and the much smaller Cal Grant C Occu- 
pational Training Grant Program. It also i^xamined each program in terms of 
the Legislature's charge in its Supplemental Language, including recent 
trends in application patterns, provisions affecting ^eligibility , character- 
istics of applicants and recipients, factors affecting the distribution of 
awards, program interaction, and the renewal process. 

That report identified ten major trends that characterize these three pro- 
grams and their student applicants and grant recipients: 

1. Increasing competition for available awards; 

2. Low rates of application completion, particularly in the Cal Grant B 
program; 

3. Little increase in applications' from independent institutions; 
h: Declines in eligibile applicants from independent institutions; 
5, Relative declines in middle-income applicants; 

t. An increasing gap between number of grants and number of financially 
needy applicants; 

7, An increasing impact of eligibility limitations; 

8, A reduced proportion of awards to new high school graduates; 

9, An increasing gap between the size of each grant and educational costs ; 
and 

10, Low rates of renewal among Community College :;tudents. 

Throughout, it attempted to identify the factors responsible for changes m 
these program characteristics. 

This current report reviews the major problems confronting the three Cal 
Grant programs in achieving their stated goals and then outlines a range of 
possible policy and program options apd their implications for students, 
in;?t itutions , and the State, 

The issues raised in this final report ~ addressed initially m Charicter - 
istics of Cal Grant Applicants and Recipient s -- include these questions: 

1. Are the State's three major Cal Grant programs effectively meeting th-ir 
stated goals and the needs of California's financially needy college and 
university undergraduates? 

2. If not, why net? What factors prevent their nchievement? For example, 
do existing eligibility requirements, program provisions, funding levels, 
or statutory limits on the number of grants most adversely affect the 
attainment of these goals? 
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3. What changes in policy would help improve their attamnifnt? 



4« And what would be the implications of various options for accomplishing 
these changes? 

This report and the one preceding it are part of a series of reports stemming 
from the Commissioa' s comprehensive analysis of how California students meet 
the costs of attending college and of the effectiveness of existing State 
and federal financial aid programs in assuring access for neeff students. 

The first part of this Commission analysis was the staff report, Meeting the 
Costs of Attending College, released -in April 1984. That initial report 
examwied the financial characteristics of the State's undergraduates and the 
differences in the economic circumstances of students attending the different 
segments, explored the cost of attendance in the segments, looked at the 
factors that produce cost differences, analyzed kow undergraduates and their 
families meet the cost of attendance, and described how similar students in 
different segments use parental contributions, student contributions, grant 
aid, and loans to meet their college costs. 

Two other recent Commission reports dealing with financial aid that complement 
thLS one are its Proposal for a California State-Fundej Voriy^Study Program 
(1985a) and Mortgaging a Geieration : Pt-oblems and Prospects the California 
Guaranteed Student Loan Pr ogram' (1985b), Together with thjs report, they 
seek to cover the three major types of financial aid^available to California 
students loans, grants, ind work-study. 



SOURCES OF DATA 

f 

The primary sources of data for this analysis are the California Student Aid 
Commission's complete applicant/recipient files for both first-time and 
renewal applicants for Cal Grant A, B, and C awards for 1980-81 through 
1983-84, and its files on institutional costs and characteristics. These 
computerized data files have been merged into four student aid master files 
by Postsecondary Education Commission staff — one ''lie for each of the four 
application/award years. These files contain specific information on the 
demographic, financial, ard academic cxrcumstances of each applicant, as 
well as an assessment of the applicants' costs or "budget" at the insti- 
tution that he or she seeki* to attend, the ability of parents to contribute 
toward meeting these costs, the applicant's individual earnings, eligibility 
for federal Pell Grant aid, and other relevant data. 

Information gained from the analysis of these data were supplemented with 
data on program characteristics published by the Student Aid Commission 
Research Office, the Student Aid Commission' 5? Student Expenses and Resources 
Survey, the College Scholarship Service, and other available sources. 

r 
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ORGANISATION OF THE REPORT 

Because the Cowaifsion described the three Cal Grant programs at length in 
Characteristics of Cal Grant Applicants and Recipients, this current report 
only sujnmarizes that information. 

• Chaptet One eacamines the effectiveness of the Cal Grant programs in 
achieving their stated goals artd in meeting overall goals for State 
financial aid and the needs of students. 

• Chapter Two presents policy options regarding the number of grants, 

• Chapter Three examines options regarding the size of grants. 

• Chapter Four outlines options regarding eligibility requirements. 

• Chapter Five presents options regarding the distribution of grants. 

• Chapter Six explores possible policy options regarding improved procedures 

• And\hapter Seven analyzes the question of program consolidation. 



Ij 
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ONE 

EFFECTIVENESS OF THE CAL GRANT PROGRAMS 



Each of Californi,a's three major undergraduate financial aid programs was 
created with distinct goals and objectives. 

• The Cal Grant A program, established as the California State Scholarship 
program in 1955-56, provides grants to a limited number of academically 
talented but financially needy undergraduates so that they can complete 
four years of college at the institution of their choice. Demonstrated 
financial need and prior academic achievement have iilways been prerequi* 
sites for these competitive grants and the program's basic objective 
remains largely unchanged — to assist academically able, financially 
needy students to attend either public or independent colleges and univer- 
sities . 

• The Cal Grant B program, established as the California Opportunity Grant 
Prog. am xn 1968-69, assists low-income disadvantaged students by providing 
grants to help cover subsistence costs immediately and then tuition and 
required fee costs after the first year* Designed to enable students 
from groups who have been underrepresented historically in higher educa- 
tion to attain a baccalaureate degree, the Cal Grant B program selects 
recipients using a complex scoring system that considers not only high 
school grade-point averages, but family income, level of parental education, 
family size, and a series of responses to questions about the applicant's 
life and career goals. The program's primary purpose is to assure access, 
but it provides some degree of choice among different colleges and univer- 
sities but requires that 51 percent of all new recipients ' initially 
attend a Community College. 

• Finally, the Cal Grant C program, established in 1973-7A as the Occupational 
Training Grant Program, provides grant assistance for vocational training 
to students from low- and middle-income families. To be eligible, appli- 
cants must be enrolled in a vocational program of from four months' to 
two years' duration at a Community College, independent institution, 
postsecondary vocational-technical school, or in a three-year hospital- 
based registered nursing program. The Cal Grant C program is aimed 
specifically at vocationally rather than academically oriented students 
and is designed to provide tr-tining for them in manpower short areas, • 

Willie each of these three programs has its own distinct focus and purpose, 
all share certain common assumptions about general State goals. The most 
complete enunciation of State objectives for financial aid remains Article 
I, Section 69500, of the Education Code , which states: 

The Legislature finds and declares that: 

(a) Student assistance programs have the primary purpose of 
providing equal opportunity and access to postsecondary 
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eaucatloa for persons ol both sexes, ana all racns, anccs 
triei*, incomes, age*;, and geographies m CaUtornia; 

(l ) ^;tudcnt aid programs should enhance the ability ot indi- 
viduals to choose the most appropriate postsecondary educi- 
ttonji opportunity and among different institutions ^ 

(r) Student aid programs should assist stu4#nts to progress 
through the e<Uicational program m accordance with the indi- 
vidual's educational objectives; 

wi) Student aid programs should provide assistance to individuals 

who desire to enroll in an independent college or university; 
« 

(/) Student aid programs should, furthermore, complement more 
general statewide goals for public postsecondary education; 

it) St.ito pui^oses regarding student aid programs should comple- 
ment the purposes of federal student assistance programs so 
to enhance the effectiveness of state programs; the state's 
purposes mentioned above serve to enhanc- the purposes of the 
Federal B.tsic Educational Opportunity Grant ! now Pell Grant) 
Frograra. 

Uurin^ thv first tour years of this decade, the Cal Grant programs havt- 
berome less and less effective xn meeting these goals and the needs ot 
Cililornia undergraduates- Their major problems can be categori/.ed into 
ti\e probU-m .treis, as t'oliow^: 



I M'MBER GRANTS 

tvcen r'^So-SI iud 1983-84, the 
'UMrd.. ifi .^U three programs were 
Ljtlly needy .ipplicmts increased 
limitr.l aunih»_r ot" new ^ranto. 



statutory^ limits on the number of new 
not increased, but the number of fman-' 
sharply, as did the competitioji for the 



nb-r of needy eligible appUcints for Cal Grant A ^iward. who wer^ 
fuin^.i duwn vith'-^ut grant mcre.tsed from Ij,21S to 27,208, 



m 1 ne nmul 



m The K^.u* hvtu-. n the u>unber'of ue dy eligible appllCirits .nd .iuthori;:vd 
n V Cil CriiAt B ^witds Widened fro^ 10,692 to 2t,498. 



br rwcMi available jwjrdr^ and needy eligible appUcjnt . v.. . 



■ 1 (1^ 



fit C prr.gTim expandi^ig from 5, '-^81 to 10,906. 



,.i duriru the e'lclv lOSOi^ m the cr.,;l. of ^tttndinc eifb. r 

.,r .fi.U Pta.it fit m/titutions evcecded the rite <-f ir.flitiun, tht ri.' 



ERIC -6- J ,s 

hfiiinniirnrmaaia 



m family incomes, and the availability of federal Pell grants, but reduced 
the assistance of Cal Grant awards. The lack of adjustment in the maximum 
amount of Cal Grant awards lor these increases meant that recipients got 
insufficient funds from their grants to cover their educational costs: 

• The unmet need of Cal Grant A recipients rose from $1,622 in 1980-81 to 
$2,889 in 1983-84 at the State University, $1,374* to $2,474 at the Univer- 
sity, and from $2,124 to $4,320 at independent institutions -- increases 
of $1,267, $1,100, and $2,196, respectively. 

• The unmet need of Cal GrAnt B recipients increased even more. Because 
first-year recipients cannot receive grants for tuition or fees, extremely 
low-income first-year recipients face major costs at four-year institiv 
tions that are not covered by either their Pell or Cal Grants, In fact, 
by 1983-84, the average remaining need of these first-year recipients , 
ranged from $2,175 /t the State University to $7,460 at independent 
institutions , 

« 

• The same general trend was evident for Cal Grant C recipients, because 
their maximum grants have not been increased since the program's incep- 
tion in 1973-74, while college and proprietary school costs have risen 
sharply . 

• One of the consequences of the failure of both federal and Cal Grant aid 
to increase the number of awards or to cover their traditional share of 
college Costs has ^been a sub^ttantial increase in the number of students 
relying on loans to help finance their educations and a rise in their 
averaKC cumulative indebtedness « 



3. LfMfTs on1e:ligibimtY' 



E.^ch proj^ram has certain provisions that affect eligibility and tfie <jlistribu- 
tion of new awards: 

• All proi^rams require potentixii recipients to demonstrate financial need, 
hut over the four years they all restricted eligibility still further. 

The Cal Gr.»nt A and C programs use the same income ceiling, W-t after 
1981-82, this income ceiling was not adjusted to reflect inflation. This 
eliminated sizable numbt*rs of the most academically able Cal Grant A 
applicants from the University and independent institutions. Its impact 
was less dramatic m the Cal Grant C program nnly because a smaller 
proportion ot its appi" cants exceeded the income ceilings 

The Cal Grant B program, on , the oth^-'r hand, uses an income- f ami ly si/re 
matrix la xts scoring sys\:em to limit eligibility. It el iminatc'-t l^able 
fi«iJ7lberL^^ of pplicanls from Iirge families witii income:} over $22,500 
because it Weighted mcorae more heavily than tamily zx'jlq m detenninin-^ 
p ro y r 1 fp e 1 i i b 1 1 1 1 y , 



• The statutory limit on new awards greatly increased competition for 
available new grants and made all elements for rationing each program's 
awards more sensitive. In the Cal Grant A program, heightened competi- 
tion raised the grade-point cutoffs, particularly in 1981-82, In the Cal 
Grant B program, all elements of its complex scoring system became rela- 
tively more important, but most decisive were applicants* grade-point 
averages and the scores chey received on a series of subjective questions 
about their backgrounds and gouls. Finally, in the Cal Grant C program, 
with nine eligible applicants for every available new grant, the designa- 
tion of job market shortage occupations and all elements m its scoring 
system proved critical for selection. 



4. DISTRIBUTION OF GRANTS 



Dramatic increases in the number of older applicants decreased the chaiices 
of Cal Grant A and C applicants just finishing high school to secure grants: 

• In the Cal Grant A program, the practice of allocating new awards on the 
basis of the percentage of needy eligible applicants at each academic 
level, together with this increase in the number of older applicants, 
shifted more new grants to self-supporting applicants and to those who 
were already enrolled In college and away from those applying directly 
from high school. 

• In contrast, the 16-unit limitation for eligibility m the Cal Grant B 
program assured that almost all of its new grants went to recent high 
schocfl graduates. 

• Yet in the Cal Grant C program, older applicants included students already 
enrolled in vocational programs as well as those seeking job retraiiiinj?, 
and those who had begun their postsecondary education in academic programs 
and then switched to vocational-technical training. These older applicants 
secured a larger percentage of available new Cal Grant C awards than 
young applicants by scoring better on the pi-tigram's eligibility criteria, 
since a greater percentage of these awards were not reserved for those 
who had already begun their postsecondary education- 

• furthermore, the Community College reserve portion of the Cal Grant A 
program provides between 2,000 and 3,000 new reserve awards each year to 
high-ability students who plan to transfer to a four-year institution 
after attending a Community College. However, less than half of the new 
rt'cipjents m the reserve program either renew tjieir awards or transfer 
with them the following year, and even fewer remain m the program at the 
•L-nd of two years. These numbers are quite low considering the recipx^^nts' 
high ievel of prior acidemic achievement. 

• Tht^ renewal rate of first-year Cal Grant B recipients attending Community 
Collegei> is slightly above 60 percent, but it is unclear how many of 
these recipients eventually transfer successfully to four-year institutions 
and complete their bacca laurei te » Moreover, Community College students 
who did not apply for a Cal Grant B award bf_^fore starting college are 
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ineligible to receive a Cal Grant B award if they need financial aid when 
they transfer to a four-year institution. 



5. PRACTICES AND PROCEDURES 



While the primary focus of this report is on policy options that could 
improve the effectiveness of the Cal Grant programs, several practices and 
procedures have an important bearing on who the programs serve and cheir 
effectiveness. These include: (1) the manner in which applications are 
processed and awards distributed, (2) the early February application dead- 
line, and (3) procedures used to notify appropriate institutions about 
Community College reserve winners. 

Thl^ext five chapters discuss each of these five major problem areas in 
turn, identify policy options that might prove effective in reducing the 
problems, and examine the implications of each option for program effective- 
ness, students, institutions, and the State. Then the final chapter discusses 
the pros and cons of consolidating the two largest programs. 



TWO 

OPTIONS REGARDING THE NUMBER OF GRANTS 



Between 1980-81 and 1983-84, statutory limits on the number of new Cal Grant 
A awards remained at 14,933, but as Chapter One noted, the number of finan- 
cially needy, eligible applicants who were turned down without a grant 
increased from 15,215 to 27,208. While the number of statutorily authorized 
new Cal Grant A awards was increased to 16,500 in 1984-85, there was little 
significant reduction in the growing gap between authorized awards and needy 
eligible applicants. 

Between 1980-81 and 1983-84, the number of new Cal Grant B awards declined 
from 6,995 to 6,825, but the number of financially needy eligible applicants 
who were turned down without a grant increased from 10,692 to, 26,498. Most 
of these fully qualified applicants were from extremely low-income, disadvan- 
taged families, and yet for every one who received a new Cal Grant B award, 
more than three were turned away. While the number of statutorily authorized 
new Cal Grant B awards was increpsed to 7,500 in 1984-85 and the Governor's 
Budget proposes a further 750 award increase for 1985-86, there was little 
significant reduction in the growing gap between authorized awards and needy 
eligible applicants. 

In the Cal Grant C program, the gap between the number of eligible applicants 
and the number of available awards widened from 5,981 to 10,996, and the 
ratio of successful to unsuccessful appXicants increased from 1:4 to 1:8. 
The major reason was that the number of first-time awards authorized in the 
program has remained at 1,337 since 1974-75 despite increasing interest m 
vocational-technical education and rising costs. 

Two major options would help resolve this problem: 



OPTION 1: Incrementally Increase the Number of New Awards 



Implications for Cal Grant A and B 

1. Increasing the number of authorized new awards would permit the Cal 
Grant A and B programs to reduce their nearly three-to-one and five- to- 
one ratios of fully eligible applicants to new recipients and serve more 
financially needy undergraduates seeking such assistance to attend 
college. 

2. It might slow or reduce slightly the erosion since 1977-78 in the number 
of new Cal Grant A recipients attending independent institutions, but it 
would do little to eliminate the root causes of that erosion, which 
include the failure to increase significantly the size of their applicant 
pool and the impact of program eligibility limitations such as the 



income ceiling, and it would not significantly halt the erosion of new 
Cal Grant B recipients attending iadependent institutions. 

3. Depending on the number of future applicants and program eligibility 
requirements, additional new Cal Grant A awards might lower the grade- 
point cutoffs for grants somewhat and thereby increase the clivers ity of 
new recipients . 

4. There is no clear policy basis for determining how many additional new 
grants might be appropriate to authorize, since the major cause of the 
growth in the number of program applicants has been the . sharp rise in 
the cost of attending California's colleges and uriversities a rate 
higher -than both the general rate of inflation and the rate of growth in 
family incomes and not increases in recent high school graduates, 
college-going rates, or overall undergraduate enrollment. On the other 
hand, current statutory limits were 4>ased on ad hoc assessments of 
program requirements in 1977-78 with one incremental adjustment in 
1984-85 and another 1.000 Cal Grant A's and 750 Cal Grant B's proposed 
m the Governor'a Budget for 1985-86. 

5. It would increase? the overall costs of the two programs, although the 
amount of that increase would depend on the number of additional awards 
authorized, the additional recipients' segment of attendance, and the 
cost implications of any simultaneous changes in other program features. 



Implication for Cai Grant C 

I The implications of incrementally increasing the number of first-time 
Cal Grant C awards are generally the same as those for th- other two 
programs except that m this case it would increase access to vocational- fx^ 
technical training programs m Coincnunity Colleges and proprietary insti- 
tutions for the large number of youth and older adults who h^-ve applied 
in recent vears seekxn)? to acquire new job sKills 

0 

OPTION 2 Create an Entitlement FrogniiTi with Ail 
Qualitied Applicants Receiving Gronts 



Imp! J c^ittons for Cal Grant A 

1 Providing grants to all qualified applxcarits would require a tremendous 
increase in the number of first-tinie awards. If current eligibility 
requirements for Cai Grant A were maintained (demonstrated financial 
need ^nd an income below the ceiling), over 27,000 additional awards 
would be required and it would become an extremely expensive program to 
operate. The number of State University recipients would nearly quad- 
ruple, the number of University recipient would approximately double, 
and the number of independent institution recipients would increase 
nearly two and a half times. 
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2, If current eligibility criteria were supplemented by a minimum grade- 
point average to qualify, the number of additional awards required would 
be lower than in the first example, but the size of the increase would 
depend on the grade-point floor specified. 

3. Creating an entitlement program would reverse the erosion in the number 
of new Cal Grant A recipients attending independent institutions, but 
would not eliminate the root causes of that decline, 

A. The creation of an entitlement program would make budgeting for the 
program difficult since the State would not know in advance with any 
assurance just how many qualified students might apply in any year, 
where they wished to attend, or what total program funding would be. 
The magnitude of the overall cost increase for a Cal Grant A entitlement 
program would depend on the specific eligibility requirements adopted, 
the number of additional qualified applicants, their segment of atten- 
dance, and the cost implications of any simultaneous changes in other 
program fe3tui*es, such as grant amounts. 



Implications for Cal Grant B 

1. If existing eligibility criteria were employed (demonstrated financial 
need and a minimum required score on the income-family si7<5 matrix), at 
least 26,500 additional first-time Cal Grant B awards would have been 
required in 1983-84. Because the income-family size matrix, weights 
income heavily and pays less attention to family size, there are addi- 
tional financially needy, low-income, disadvantaged students who should 
qualify for eligibility. This would further increase the required ^ 
number of additional awards. ^ 

2. If the existing eligibility requirements were modified to better reflect 
the financial circumstances of low-income students from large families 
and a minimum grade-point floor were instituted, the number of additional 
awards required would not be as great as in the first example, but would 
still be considerable. 

3. Implementation of an entitlement program would probably require the 
elimination of the 51-percent rule requiring that half of all new awards 
go to Community College students because less than half of all qualified 
applicants currently seek to attend Community Colleges and continuing 
the rule would arbitrarily restrict choice for some new recipients. 

4. The creation of an entitlement program would create the same budgeting 
difficulties for Cal Grant B as for Cal Grant A. 



Implication for Cal Grant C 

1. The implications of creating an entitlement program for Cal Grant C are 
largely the same as those for the other two programs. It would require 
an increase of 10,996 additional new awards ♦ a eight- fold increase, 
using existing eligibility requirements . Tighter observance of the 
manpower-shortage requirements in the initial enabling legislation, 
however, would limit the size of the increase. 
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All three Cal Grant ptograms were neglected during the difficult budget 
years in the early 1930s, and the lack of expansion at a time when the 
number of applicants was growing rapidly in response to rising college costs 
created the problem of inadequate numbers of first- time grants. While all 
three programs have strong claims for additional new grants, the Cal Grant B 
program probably deserves top priority, since the State's primary goal for^ 
its financial a'id programs is promoting equal opportunity^ and access. The ^ 
provision of additional new awards for the Cal Grant B program would contrib- 
ute more strongly to the achievement of that goal than any other steps that 
could be taken because the qualified low-income and ethnic minority Cal 
Grant B applicants currently being turned down without grants are generally 
desperately needy, and many of them are unlikely to be able to attend college 
without financial assistance. 
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THREE 

OPTIONS REGARDING THE SIZE OF GRANTS 



The maxinum Cal Grant A award for State University and University recipients 
covered 100 percent x>f the average fees at those institutions up until 
1981-82, ^ut only 40 and 64 J)ercent of average feet, respectively, by 1983-84. 
At independent institutions the maximun grant authorized in statute covered 
69 percent of average tuition and required fees in 1980-81 but only 52 
percent in 1983-84. Further, . the percentage increase in maximum State 
University and University grants in 1984-85, and the upward adjustment from 
$3,400 to $3,740 in the maximum grant for recipients at independent institu- 
tions, only slightly reversed these, trends and did not restore earlier 
coverage levels. 

The tuition and fee maximums in the Cal Grant B program were slightly lower, 
but the trend toward increasingly inadequate coverage of required fees in 
all segments applies here too. 

The tuition-grant portion of Cal Grant" C now covers less than 60 percent of 
tuition and required fees at independent and proprietary institutions. The 
$1,100 subsistence portion of Cal Grant B awards remained unchanged for more 
than a decade despite substantial increases in living costs, and was then 
adjusted upward to $1,200 in 1984-85 • On the other hand, the $500 portion 
of the Cal Grant C award that covers educationally-related costs has never 
been increased. 

Four major options exist to help resolve these problems: 



OPTION 1: Increase the Maximum Cal Grant Award by a Flat Percentage 
Implications for C^l Grant A 

1. Increasing the maximum grant in each segment by a flat percentage would 
help restore some of the grants' traditional coverage of tuition an^ 
required fees and partially reduce the marked increase in remaining 
financial need among Cal Grant A recipients. 

2. Relying on a flat percentage increase in maximum grants follows the 
procedure used by the Student Aid Commission in 1984*-85 and proposed in 
the Governor's Budget for 1985-86, but it does less to restore past 
grant coverage levels in the public segments (generally 100 percent of 
required fees) than at independent institutions (never more than 95 
percent of tuition and required fees, and generally 75 percent or less 
during the past decade). 

» 
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3. This option would continue the recent three-tiered maximum grant structure 
that was an «d hoc response to budgetary cuts and restraints in recent 
years, rather than restoring the original long-standing practice of 
setting maximum grants at the level of tuition and required fees, unmet 
need, or a single specified maximum, whichever was less for each recipient. 

4. Increasing the maximum grant would increase overall program costs with 
the total cost depending on the size of the increase in award levels and 
the cost implications of any simultaneous changes in other program 
provisions . 



Implications for Cal Grant B 

The implications of this option for Cal Grant B are the same as the four 
outlined above for Cal Grant A with one exception — the subsistence portion 
of the Cal Grant B award. This portion was not adjusted to reflect either 
inflation or the rising non-instructional portions of student budgets until 
1984-85 i when it was increased from $1,100 by an arbitrary 10 percent. 
Increasing the subsistence portion of these .grants annually to reflect 
either inflation in general or increases in non-instructional costs would 
maintain the purchasing power of the Cal Grant B award for its especially 
needy recipients. It would also help compensate for the failure of federal 
financial aid programs to offset increasing college costs. 

Implications for Cal Grant C i 

The implications of this option for Cal Grant C would be largely the samo as 
for the other two programs. In this case, neither the tuition portion of 
the grant for recipients attending independent or proprietary institutions 
and the supplementary-educationally-related cost portion for all recipients 
has been adjusted since the program's inception in 1973-74 despite rapidly 
rising costs. 



OPTION 2: Increase Funding to Restore Full Fee Coverage 
for Public Universities* Recipients and Raise 
th« Maximum Grant to Reflect Inflation 



ImpUcjtions for Cal Grant A 

1. Restoring full-fee coverage for State University and University recip- 
ients would return State practice to what it was from this program's 
inception until budget constraints prompted its abandonment in 1981-82. 

2. Raising the maximum grant to reflect the impact of inflation at indrT^u- 
dent institutions would restore coverage to a larger portion ot tuition 
and fees. 
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3. Indexing future increases in the rnaximutin }?rant to inflation would follow 
the more general State practice of adjusting baseline budgets to rr fleet 
changes in actual purchasing power- At the same time, it would not 
obligate the State to increase the maximum grant by greater amounts if 
independent institutions raise their tuition and required fees by mort- 
than the rate of inflation. 



4. This two-step adjustment m current and future maximum grants would 
restore the original, long-standing practice of setting and adjusting 
maximum grants to cover tuition and required fees, unmet need, or a 
single specified maximum, whichever was less for each recipient. 

5. Increasing the maximum grant in this manner would increase overall 
program costs^ with the total cost depending on the size of the increase 
needed to restore full- fee funding at publ ic four -year msti tut ions , 
index the overall maximum for inflation, and the cost implications of 
any s imul tane^ous changes xn other program provisions- 



Implications for C.il Grant B 

The implications for this option for Cal Grant B are identical with those 
for Cal Grant A except for the subsistence grant portion of the Cal Grant B 
award. Increasing this portion annually to reflect either inflation or 
general increases m non-instructional costs would maintain the purchasing 
power of the Cal Grant B award for its especially needy recipients. It 
would also help compensate for the failure of federal tinancial aid pro^rims 
to offset increasing college costs. 



Implications for Cal Grant C 

This option would not apply to Cai Gr jnt C b^'cause only thv Cuiamunity ColIe>^e;, 
among the public s**gments participate, and thert- i current Ly no tee coverage 
for Community College recipients, 



OPTIOri 3* Adjust the Maximum Grunt to Cover u Fredetermm*uJ 
Percentage of Recipients* Remaminci Nndnciol Tvecii 
in All Segments 
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Ijnp 1 I »- ) t n^ t'^r Cal Grant ^< 

1- This approach to increasing thv ma.Nirnun k^rjnt '^ituiij rt^UuC' rr<~rfit niirr»> 
mcr^a^ei: in remainm^^ financial ncc<l anmii^ Lai dririt \ * i|>i»rjt.. 
rt-^ irdl es.s of institution att^jnd'jd 

2n Settin,i; the maximum grant it a predetermined p^^^c<_nta)r"'♦• r-. r.uifiifr 

financial ne»-d (Student Aid Commission approve student budK^-t mnu. 

expected parental and student contributions) would provide Iars^<-r k^ruit. 

c .1 



•17- 



for those students with the greatest financial neea- Low-income students 
m all segments have greater remaining fin*»ncial need than most middle- 
income students attending even the most expensive institutions, yet 
current policy limiting the maximum grant to tuition and/or required 
fees means that low-income recipients at all four-year institutions have 
a smaller percentage of theix remaining need covered by their Cal Grant 
A award than do middle-income recipients in these institutions- 

3. This approach to setting maximum grant levels would mark a major depar- 
ture from current practice, but it would be more sensitive vo actual 
differences in financial need among recipients; and, by covering a fixed 
percentage of remaining need, it would provide a greater degree of 
equity in the treatment of recipients than the current system. 



Implications for Cal Grant B 

The implications of this option for Cal Grant B are nearly identical to the 
four cited above with one exception the combination of the subsistence 
and tuition portions of the Cal Grant B award into a single grant base<< on a 
specified percentage of need. The current policy of providing a subsistence 
as well as a tuition and fee grant in the Cal Grant B program is an attempt 
to have grants reflect the greater financial need of low-incowe disadvantaged 
students, but setting t^ maximum grant at a percentage of need would provide 
a more ex^ct reflection of each student's remaining need. 



OPTIO*N 4: Provide First-Year Cal Grant B Recipients 

at Fou*Year Institutions with the Same Tuition 
and Fee Coverage as Renewal Recipients 



The CjI Grant B grants for first-year recipients help cover only subsistence 
costs/ The original purpose of this provision was to encourage at least 
half of all Cal Grant B recipients to attend Community Colleges initially, 
but It IS no longer required for that purpose because legal rulings require 
that 51 prrcent of all new awards go to Community College students. 

The major impact of the subs' **tence-only provision seems to be to discourage 
applications from low-income apj ticants who want to use these awards to 
attend four-year institutions and to increase significantly the level of 
unmet need of new low-income recipients. At the University, for exampb , 
the average remaining need of new recipients increased from $1,310 in 1980-81 
to $2,860 in 1983-84, while for renewal recipients it rose from S895 to 
$-i,184» At independent institutions, the increasing levels of remaining 
need for these especially needy recipients increased substantially as well, 
but the difft?rence in coverage between first-year and renewal recipients wa^- 
even wider from $4,800 to $7,460 in remaining need for first-year recipients 
to $1,785 to 54,120 for renewal recipients. 
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These pattern* raise fundamental questions about the equity and advisability 
of confronting extremely low-mcoinei first-year recipients in the four^year 
institutions with higher remaining peed their initial year thau they are 
likely to experience in subsequent- years. These students face substantial 
personal and financial obstacles to securing a college education that the 
no-fee provision only compounds. 



Implications of Option U 

1. Providing first-year fee coverage for recipients at four-year insti- 
tutions would eliminate ^he sizable difference in remaining need between 
first-year and renewal refcipients, 

2. It would simplify the already complex process of financial aid packaging 
experienced by low-income, disadvantaged recipients and thereby reduce 
the formidable financial barriers to college attendance. 

3. It would likely incxeasc the grant component of these students' financial 
aid package and reduce the levels of aggregate indebtedness that greater 
reliance on loans creates. 

4. It would not alter the distribution of recipients between two-year and 
four-year institutions becaj^use of the program's 51 percent requirement, 
but it would probably make four-year institutions a more attractive 
opt-ion for some low-income, disadvantaged students. 

5. It would increase overall program costs, with the total cost depending 
on the segmental distribution of recipients and the cost implications oi 
any simultaneous changes in other program provisions. 
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FOUR 



OPTIONS REGARDING ELIGIBILITY REQUIREMENTS 



Both the Cal Grant A and B 'programs have specific eligibility provision/ 
thrt limit their effectiveness in achieving program goals. These problems 
are program specific and are- identified in turn below, along with possible 
policy options. The only Cal Grant C eligibility provisions that cause 
problems at this time are those related to the identification of job shortage 
areas. That problem was identified by the Auditor General and was the 
subject of a Student Aid Comnission consultant's report which outlined 
corrective actions that are now being implemented. None of the^other options 
that follow apply to the Cal Grant C program. 



THE INCOME CEILING IN THE CAL GRANT A PROGRAM 



The Cal Grant A program requires potential recipients to demonstrate finan- 
cial need and to come from a family with an income below a spfcified ceiling. 
Since 1981-82, the program's variable income ceiling has not «been adjusted 
to ref lec ^ inflation. Almost the entire increase of independent institutions' 
applicants occurred among those from families whose incomes were above this 
ceiling, as did at least 60 percent of the increase in the University's 
applicant pool. Thus the lack of adjustment in the income ceiling to reflect 
the impact of inflation on family incomes combines with application patterns 
to eliminate sizable numbers of the most academically able Cal Grant A 
applicants from the University and independent institutions, ittazly of whom 
Could derocnstrate financial need and vome f^m families with incomes that, 
in constant dollars, were once eligible to participate in the program. 



OPTION I: Annually Adjust the Cal Grant A Income Ceiling 

to Reflect the Impact of Inflation on Family Incomes 



Implications 

1. Adjusting the variable income ceiling by the change in th** median family 
income of California families whose heads were old enough to have chil- 
dren in college would maintain eligibility at current levels in constant 
dollars - 

Annual adjustment would not produce the kind of displacement that has 
created controversy in the past when proposed adjustments in the ceiling 
exceeded the rate of inflation and led to the displacement of some 
low-income and ethnic minority recipients by other more affluent, but 
financially needy applicants. 
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AajustmK the mcomr ceiling by only thr rate of mf la,: ion wonia not 
make up for past years when no adjustments were made. Thu^ , this approach 
would do UttU to rrstore eligibility to the t%Tp«^s of students who nnce 
were eligible to participate. 

The continued reliance on an income ceiling to limit eligibility amon^ 
those applicants with demonstrated financial need ignores the fact that 
income is only a crude index of families' ability to pay for their 
chiidrep/s education. 



t ipl ION Replace the Cal Grant A Income Ceiling 
with a Parental Contribution Ceiling 

J'^v "parental contribution" is the amount parents are expected to contribute 
,t their discretionary income and assets toward their children's education 
.J 15 Kenera^iy considered the most accurate and fair assessment of families' 

it ill ty ft-j piy . 



I ir ^^ ] 1 J t L o II 

Thv parental contribution ceiling would substitute a more precise as^ess- 
.w-nt ot ability to pay for the current, rathei crude variable income 
c f- 1 I I n g 

IL vr,,j]d lead to displacement of some low-income, minority recipients 
t.eraui.e of minor changes in the grade-point cutoffs needed to limit 
-.wards to currently authorized levels even if attempts were made to 
maintain the size and character of the current eligibility pool as 
closely as possible. The implementation of the new parental contribution 
cr.Ung x.oulcl therefore require authorization for additional new awards 
to avoid such displacement. 

Ir_s cout of implementation would be the amount needed to fund the number 
new awards required to avoid displacing low-mcorae recipients. The 
tiUJT.bf-r of new awards required would depend on how high the parental 
contribution ceiling was set (a $5,500 to $6,000 parental contribution 
c.iUng is roughly equivalent to the current 1984-85 income ceiUng ol 
■.U3.00U ind would require at least 1,000 additional awards). 
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i - in-L ;,i'I LIMITATION IN THE CAL GRANT B PROGRAM 

li,, ra Grant B program requires potential recipients to have compl.jttd n.. 

than lb units of college-level work, demonstrate financial nted. and 
:.cor»= at least four points on a complicated income-family size scoring 
■natrK Iwo of these requirements make some low- income, disadvantag.-d 
student? ineligible for Cal Grant B awards despite their obvious nt:ed t-.r 
financial assistance if they are to attend college at all- 
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The Ib-unil limitation prevents hut high i»chool seniors .uh^ othrr wlu> 

have not y«'t .itt<»ndcd a postsecond.i ry institution from applying* tor .in<t 
rect*iving a Cal Grant B award. This limitation prevents thost^ s*ho begin 
their college careers at either a Community College or a tour'-y^ar mr.titu^ 
tion from applying for a Cal Grant B award if they discover thit they cannot 
afford to continue their education without financial assistance. This 
limitation also prevents those who applied as high school seniors but lost 
out It) the increasingly stiff competition for the limited number of awards 
t rom reapplying if they have attended college in the interim. Furthermore, 
it prevents low- income, disadvantaged Comjtiunity College students who seek to 
transfer from applying for Cal Grant B aid to attend a four-year institution 
cind complete their baccalaureate degrees. 



OPTION 1- Extend Eh^-ibility for First-Timo Cal Grant B Awards 

to Freshmen and to Community Coiloge Traaster Students 

I mp I I r 1 1 J oa-, ^ 

1 This option woul'J strengthen the primary acces:^ "^oal of the program by 
fxtending eligibility to low- income disadvantaged college f.tudents who 
needed additional financial aid in order to continue wjth their educa- 
tion or to tran~'>ter to a four- year institution. 

J The nijUTit>ei of hi^M school seniors receiving new awards would decreise 
soMiewhat unless the total number of first -time award'3 were increased, 

^ The mixture of high school grade-point averages* and college grade-point 
averages might require separate treatment tor those at each academic 
level, t>ut grades count less heavily m the Cal Grant B scoring sy-*;tem 
than they do m the Cal Grant A program, 

^ Thio .'pprnach might require some modification m the Si percent rutf^, 
particularly with respect to Community College transfer recipients 
attending four-year institutions. If not, there would be little rh.tn^e 
in the i;ei'ment a 1 d i st r i but i<^n of new Cal Grant B recipients. 



I 

thf: f \coMf>rAMiLV si/:e M/vtt^ia or ihi cal ghaaT b frogpam 

\nr'th« r j.,pr.M~t of the Cil Grant B scoring sv'^tem is its income- f jmi I y '^i2*' 
niitrix til at i.-. u;;ns bf.-tween ;:ero and 20 points tu applicants (out of a total 
poM^ible :.cor».j ,j I 100) depending on where they fail withm the matrix 
\pp]iLmt. j'XJiwie l<^w four points on this part, hou#'ver, are consid^-tfd 
in»'lii.ihle !(' rrcLivt' in iwird, no mjtter whut they -^icore on the othr-r t'lur 
p J r T_ 



A close c'X.jmi nation of the mcome-tamily size matrix suggests that it plat.»'S 
too great an emphasis on income in its scoring and not enough weight on 
family size. For instance, a single self-supporting student with an income 
under $5,000 from a household of one receives 18 out of a possible 20 points 
the same score as a dependent student from a family of 14 with an income of 
$7,000 to $7,999- Applicants from a family of six with an income of just 
$20,500 would score less than the minimum required four points and so would 
applicants from fanulies of 11 or more i^^hen their incomes exceed $22,500. 
These comparisons are not made to suggest that anyone currently receiving a 
Cal Grant B award cannot demonstrate significant financial need as well as 
other evidence of disadvantagement , or that any grants are going to applicants 
who do not desperately need them if they are to attend college. Our review 
of the income-family size matrix does suggest, however, that sizable numbers 
of similarly needy, disadvantaged applicants are being turned down because 
tbeir incomes exceed an arbitrary level on a matrix that does not adequately 
reflect the financial circumstances of applicants from large families. 



OPTION 1; Adjust the Cal Grant B Income-Family Si.-e Matrix and Scoring 
System to Reflect More Adequately the Financial Circumstances 
of Applicants from Large Families 



fmpl t ca tioru. 

1, The teaajustment of the matrix to better reflect family size and its 
impact on tamilies' ability to contribute to college cost^ would permit 

^ more low-income, disadvantaged students from large families to compete 
for Cai Grant B awards. 

2. The Uriform Methodology ' treatment of family size, income, and the 
ability to pay might provide a useful starting point for the refxaroina- 
tion of the income-f ami iy sxze matrix. 

J. Extending eligibility to iow-mcome students froai large families would 
heighten the competition for available awards- Unless the number of 
authorized first-time awaros is increased, their eligibility would be 
little more than a hollow promise of assistance. 

4. There would be no direct cost'j associated with this change in eligibility. 
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SUBJCCTIvnY or questions in the cal GRA\n'^ B SCORING SYSTLM 

Thirty percent of the maximum possible 100 points used in the Cal Grant B 
scoring system consists of two sets of 19 statements about the applicant' g 
life and goals. The first eight consist of responses to the phrase, ''I want 
to attend college in order:" with such options as "To follow through with my 
go.as and i^ain a better perspective on life," "To make my community a better 



place m which to live," and "To get more education so that T may earn more 
money to help my family." The second set focuses Sn how the applicant 
de2>crxbes himself or. herself, and the 11 possible responses include such 
statements as "I come from a family of migratory farm workers," "My family 
gets help from welfare or social security," "I do not speak English at 
home," "I do well in most classes," and "I cannot attend college without 
financial help." The applicant's score for this element depends on how many 
responses are circled. 

While the obvious purpose of the statements is to try to determine the level 
of disadvantagement of the applicants and something about their aspirations, 
the statements are naturally subjective and somewhat redundant . Unfortu- 
nately, the more precise applicants are in describing their situation, the 
fewer responses they will check and the lower their score will be. The 
subjectiveness of these questions and possible misunderstanding or manipula- 
tion by applicants suggests that this important part of the scoring system 
should be carefully reviewed to determine its appropriateness in measuring 
disadvantagement and its influence on the distribution of awards. 

The recent College Scholarship Service report on the Delivery of Cal Grants 
also notes the possibility of manipulation in responding to these questions, 
and it suggests that the use of these and other questions may contribute to 
noncompletion of applications by a significant number of financially needy, 
disadvantaged students. This latter problem is quite serious in the Cal 
Grant B program and was fully noted in the Commission's report on the Charac - 
teristics of Cal Grant App licants and Recipients . At the very least, these 
problems suggest the need for a careful review by the Student Aid Commission 
of the subjective questions used in the Cal Grant B scoring system and e 
determination as to whether some other more objective indices of disadvantage- 
ment can be developed that would eliminate the use of the Cal Grant Supplement 
Application at least for this program and possibly improve application 
completion rates from their current 60 percent level. 
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FIVE 

OPTIONS REGARDING THE DISTRIBUTION OF GRANTS 



ELIGIBILITY FOR CAL GRANT AWARDS 
AND DISTRIBUTION OF AWARDS 



The current Cal Grant A program distributes available new grants to needy 
eligible applicants on the basis of their grade-point average , There are 
actually four grade-point cutoffs used, one for each academic level of 
applicants. The grade-point-rationing mechanism has been the subject of 
criticism for establishing either too high or too low a cutoff since it 
fluctuates depending on the number of needy-eligible applicants at each 
academic level. 



OPTION 1: Base Cal Grant A Eligibility on Demonstrated Financial Need 
and a Minimum Qualifying Grade-Point Average and Distribute 
Awards on the Basis of Ascending Parental Contribution Levels 

Implications 

1. This option involves the adoption of new eligibility criteria and would 
also require a new distribution mechanism for rationing available awards. 

2. Its impact would depend on the number of authorized awards , the grade- 
point floor selected, and the number of qualified applicants. If the 
Krade-point floor were set below current levels and the number of awards 
remained unchanged, the number of recipients at independent institutions 
and the University would probably be reduced. If the grade-point floor 
were raised significantly above the current level, the number of low- 
income recipients, in general, and State University recipients, in 
particular, probably would be reduced. 

3. If awards were allocated on the basis of ascending parental contribution 
levels with qualified applicants having the fewest resources having the 
highest priority for available awards, grants would go to those with the 
least ability to pay college costs. 

4. The ascending parental contribution method of distributing awards creates 
problems in dealing fairly with independent or self-supporting students. 
If independent students' own resources are used to distribute new awards 
(since they receive no parental contributions) , most self-supporting 
students would not likely receive grants under such a program structure. 
On the other hand, if self-supporting students are treated as having a 
zero parental contribution level, then self-supporting students meeting 
the grade-point floor would be assured awards and in all likelihood 
substantially fewer awards would be available for dependent students, 
including those from low-income families. 
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5. Because of the fixed number of new awards, there would need to be minimum 
need levels established or else a large number of awards would go to 
those with small amounts of need, while others with substantial remaining 
need received no assistance. 

6. This approach to defining program eligibility and distributing available 
awards would mark a m^jor departure from current methods. The conse- 
quences would depend not only on the number of authorized awards, the 
grade-point floor selected, and other new program provisions, but it 
would probably produce other changes that cannot be anticipated at this 
time. 



DISTRIBUTION OF CAL GRANT A AWARDS TO HIGH SCHOOL SENIORS 

The current practice of allocating new awards on the basi» of the percentage 
of needy, eligible applicants at each academic level, together with a drama- 
tic increase in the number of older applicants has shifted more new grants 
to self-supporting applicants and to those who were already enrolled in 
college and away from those applying directly from high school. 

This shift may help financially needy, academically- able undergraduates stay 
in college and complete their degrees, but it does not significantly promote 
access or choice since these students are already attending college. While 
the policy of allowing applications from students who have not yet completed 
their junior year has beneficial implications for some Community College 
transfer students with solid academic records by permitting them to apply 
and possibly receive a Cal Grant A award after they transfer, it may not be 
the best way to accomplish this purpose, since most of the older students 
receiving these grants are already enrolled in four-year institutions. 



OPTION 1: Limit Eligibility for New Cal Grant A Awards 
to High School Seniors - 



Implications; 

1. This option would maximize the access and choice goals of the program by 
focusing new awards entirely on financially needy, academically talented 
students who have not yet enrolled in college. 

2. The number of bigh school seniors receiving new awards would increase by. 
50 to 100 percent over the levels in recent years. 

3. The number of renewal recipients would also increase m subsequent years 
because the vast majority of these new recipients would be eligible to 
renew their grants for up to three additional years if they continue to 
make satisfactory academic progress and still demonstrate financial 
need. 



4. Limiting eligibility to high school seniors would be quite restrictive 
because it would deny eligibility to needy students who are already 
attending college , those who were unsuccessful applicants in high school 
and sought to reapply, and to Corainunity College transfers to four-year 
institutions. 



OPTION 2: Permit Students Who Have Not Yet Completed Their Freshman 
Year in College to Apply for New Cal Grant A Awards, But 
Eliminate Set Quotas for New Awards Based on the Percentage 
of Students at the Two Academic Levels 



Implications 

1. This option would increase the number of new awards to high school 
seniors and first-time freshmen and thus more effectively promote access 
and choice than the current practice. 

2. There would be an increase in renewal recipients because of the greater 
number of years new award winners would be eligible to renew. 

3. The elimination of quotas for new recipients at each academic level and 
the use of a single grade-point cutoff would be possible because high 
school grade-point averages would be used for both groupj of applicants. 

4. The inclusion of these two academic levels would permit applications 
from high school seniors, financially needy college freshmen who may 
have just learned about this grant program, and needy freshmen who were 
unsuccessful applicants for grants in high school, but it would not 
assist Community College studerlts to transfer to four-year institutions 
unless they sought to transfer after their freshman year in college. 



OPTION 3: Continue to Permit Students Who Have Not Yet Completed 
Their Junior Year in College to Apply for New Cal Grant A 
Awards, But Limit Eligibility for Those Who Have Completed 
More Than Their Freshman Year in College to Community 
College Transfer Students 



Implications 

1. This option would increase the number of high school seniors and freshmen 
receiving new Cal Grant A awards, but would also increase financial 
assistance to Community College transfer students. 

2. The mixture of high school grade-point averages and college grade-point 
averages would probably require separate cutoffs at each academic level 
with the number of awards at each level based on the percentage of 
eligible applicants at each level. 
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3. Thxi approach would give greater emphasis to the access and choice goals 
of the Cal Grant A program while also bolstering its assistance to 
Connunity College transfer students. 



ELIGIBILITY FOR CAL GRANT B AWARDS 



The Cal Grant B program currently restricts eligibility for its awards to 
low-income, disadvantaged students who have completed no more than 16 units 
of college work. As a result, it maximizes access by focusing awards on 
first-time freshmen, but at the same time excludes transfer students from 
applying for such awards when they seek to transfer. Since a large propor- 
tion of the Staters lowincome and minority students begin their postsecon- ^^ 
dary education in Community Colleges, the current l6-unit limitation restricts 
the potential of this program to assist disadvantagfid students when they 
seek to transfer. 

Option 1 on page 23 suggests extending eligibility lor Cal Grant B awards 
beyond high school seniors to include both freshmen and Community College 
transfer students in order to improve program effectiveness, particularly to 
help insure that qualified low-income and minority students seeking to 
transfer to four-year institutions would not be prevented from doing so by 
program eligibility provisions. 



ERLC 



-30- 34 



SIX 

OPTIONS REGARDING IMPROVED PROCESSES AND PROCEDURES 



Several practices and procedures that have an important bearing on who the 
programs serve and how effectively include the manner in which applications 
are processed and awards distributed, the early February application deadline, 
and procedures used to notify appropriate institutions about Community 
College reserve winners. 



IMPROVED APPLICATION AND DISTRIBUTION PROCEDURES 



The number of students completing applications for Cal Grants is less than 
the number who begin the application process, particularly in the Cal Grant 
B program. In 1980-81, only 60.3 percent of those who started the Cal Grant 
B application process actually completed the required Student Aid Application 
for California (SAAC) and the Cal Grant Supplemental Application. In 1983-84, 

59.4 percent did so. The comparable figures for the Cal Grant C program 
were 58.8 and 63.7 percent, respectively, and for the Cal Grant A program 

72.5 and 73.4 percent. These figures strongly suggest that high achieving 
students from either low-income or more advantaged backgrounds have less 
difficulty than do disadvantaged students completing all the paperwork 
required to apply for financial aid. The Student Aid Commission has made 
efforts to simplify that process in recent years, but the problem persists 
and may stem in part from the continued requirement that applicants complete 
two separate applications. 

OPTION 1; Replace Subjective Questions on the Cal Grant Supplement 
with More Objective Measures and Incorporate This 
Additional Information on the Application Form Itself 



Implication for Cal Grant A 

1. The only data required ion the Cal Grant Supplement for Cal Grant A 
applicants is their gra<j'e-point average. This could be dealt with m 
several ways, but for this program, the characteristics of applicants 
made the completion of separate forms less of a problem than for the 
other two programs. As a result, a single application form would probably 
not produce a dramatic improvement in the already relatively high Cal 
Grant A application completion rate. 



Implications for Cal Grant B 



1. The subjective questions in the Cal Grant B scoring system are all 
included on the Cal Grant B Supplement, and more objective measur«»s of 
disadvantagcment would need to be developed before the required data 
could be included on the SAAC form and the Supplement eliminated. 

2. The elimination of the Supplement for Cal Grant B applicants would prob- 
ably improve the application completion rates by eliminating some of the 
current confusion over program application requirements and deadlines. 



Implications for Cal Grant C 

1. There are portions of the Cal Grant C scoring system that rely on an 
essay by applicants and responses to a series of questions contained on 
the Cal Grant Supplement. The essay provision could not be transferred 
to the SAAC form, and a careful review would be necessary to determine 
which ingredients of the current Supplement are essential to foster 
program purposes. 

2. Simplification of the application procedures for the Cal Grant C program 
would probably improve application completion rates. 



OPTION 2: Consolidate the Application and Award Process 
but Maintain Separate Programs 



Implications for Cal Grant A, B, and C 

1. This option would better serve the needs of the full range of students 
depending on the three separate Cal Grant programs. 

2. There would be a single application form and process thereby eliminating 
the problems encountered by soW students who do not know which program 
is most appropriate for them. Refinement of the application form, 
including possible elimination of the current Supplement, would provide 
the needed data for the Student Aid Commission to determine which program 
or programs the student is qualified to receive and at the same time 
increase current rates of application completion. 

3. Once the Commission determined the program or programs each applicant 
was qualified to receive, processing would be done through a fully 
automated system to determine .recipients within the authorized grant and 
funding constraints (such an automated system might also permit a later 
application deadline and permit more low-income, financially needy 
students to apply). 

4. Those who qualified to receive more than one award could be informed of 
both ^he short- and long-term financial implications of each option, and 
the belst option for them could be presented clearly. 



5. The cost of this option would be those associated with soltw.ire devej<;p- 
ment , yet the implementation ot surh a system could provide consideiaflf 
benefits to students and in the long run reduce State personnel cost.. 
Any other costs from increased awards or grant levels would be mor*- 
properly charged to the separate programs and would depend on uhich of 
the policy options outlined earlier were selected. 



IMPROVED APPLICATION DEADLINE 



The Student Aid Commission uses an early February application deadline for 
its programs that is approximately one month earlier than the ones used by 
public four-year institutions. The early deadline has been the subject of 
wiuespread criticism from all segments, because its continued use excludes 
potential financial aid applicants who do not make up their mind early^about 
whether they want to attend college or where they would like to attend. The 
available evidence suggests that the early deadline tends most often to 
exclude older, non- traditiorial students, and those from low-income families 
and ethnic minority groups. The Student Aid Commission has rejsisted changing 
Its deadline because it wanted to maintain its May announcement date for new 
awards and could not accommodate a later deadline because of its cumbersome 
procedures for evaluating applications and distributing grants. 

The manner in which applications are processed and evaluated and awards 
distributed by the Student Aid Commission do<fs not make use of modern computer 
technology and sophisticated software. The incomplete automation of the 
Student Aid Commission's processing creates a number of problems and contrib- 
uted to the e=irly application deadline and the timeliness of information tor 
policy research among others. A recent report by the College Scholarship 
Service on Del ivery of Cal Grants touches on some of these questions, as 
well as on the need to simplify the applications themselves 

OPTION 1: Change the Cal Grant Apphcation Deadime to Coincide With 

the Early March Apphcation Deadlines for Fmanciai Aid Empioyed 
by the Pubhc Four- Year institutions 



I oip 1 I c J t i Of' ^ for C.I I Grant A, B, and C 

1 A later applicition dtrjtjlme uould permit muro I ow- incom*" , m^vntity^ and 
other students who typically make later cuHegp applicatiori decjsiuxis to 
*,till apply for State financial aid. 

J.. Coupled with additional grints, such a changt* would iikely increa-Jt- the 
number of such students attending California co lieges and uni ver!i 1 1 n^s . 

3- The later application dcvjtdline would not affect the current May njnounrt:- 
rnent date if the Student Aid Commission modernizes its application and 
grant processing in a manner like thit outlined in the prior option. 



ERIC 



-33- 



INSTITUTIONAL NOTIFICATION or COMMUNITY 
COLLEGE RESERVE WINNERS 



The analysis of renewal rat;,es in the Coomunity College reserve part of the 
Cal Grant A program in Characti*ristic» of Cal Grant Applicants and Recipients 
demonstrated that the procedures used to notify institutions about new 
reserve winners are not achieving their desired effect and th- result is a 
serious loss of high-ability, potential transfer students. 

The Cownunity College reserve program, unlike the regular Cal Grant A award 
process, does not have statutory linitations on the number of new awards. 
Between 1980-81 and 1983-84, between 2,034 and 2,939 new reserve recipients 
were selected annually, and 1,260 to 1,360 prior-year reserve winners renewed 
their awards. The number of new recipients increased to 3,379 in 1984-85. 

The number of new recipients each year is determined by the number of Commu- 
nity College reserve applicants who meet or exceed the grade-point cutoffs 
for the regular part of the program. These winners can then renew their 
reserve awards if they continue to demonstrate financial need and make 
satisfactory academic progress. When they transfer, they activate their 
award and receive the same size grant as regular Cal Grant A recipients in 
that segment. 

The number of reserve awards has grown in recent years,' but thf Commission's 
study found that renewal and transfer rates among reserve winners were quite 
low. Of the new Community College reserve winners in 1980-81, far example, 
only 36.7 percent renewed their award in 1981-82 and just 13.0 percent 
transferred to a four-year institution and became regular Cal Grant A renewal 
winners. In other words, slightly less than 50 percent of the new pre-fresh- 
man reserve recipients were stiXl in the program just one year later, compared 
to a 77 percent renewal rate for pre-freshman regular Cal Grant A recipients 
xn 1981-82. The greatest attrition in the Community College reserve program 
occurs among pre-freshman recipients in their first year in college, as it 
typically does among all first-year college students. Those who re-enroll 
their second year, or in this instance renew their Community College reserve 
awards, persist in greater numbers in subsequent years. Consequently, if 
the number of these awards were limited by statute, the substantial first- 
year attrition rate would suggest delaying identification of recipients 
until the sophomore year or on the eve of transfer. The number of new 
awards is not restricted, however, and depends only on the number of quali- 
fied applicants who meet the grade-point cutoff of the regular program. 

The advantage of early identification of these potential transfer students 
appears to be lost even though Co.mnunity College reserve winners are made 
known to both the Comkiiunity Colleges they attend initially and the institu- 
tions to which they want to transfer. Privacy laws or other factors do not 
appear to discourage the identification of these students, but so far the 
process of identification used has proved ineffective. At least two points 
seem clear: 

• The current process of providing Community College presidents with a list 
of reserve winners attending their institution and designating Community 
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College reserve winners with asterisks on the list of new recipients si»nt 
to the financial aid offices at four-year institutions has clearly not 
reduced attrition ia this group. For some reason, the information about 
the transfer process is not reaching these potential transfer students, 
and they are not being informed about their chosen four-year institutions' 
academic expectations, costs of attendance, financial aid programs, and 
other pertinent information. Moreover, the substantially lower percentage 
of reserve winners than regular winners at each income level receiving 
Pell Grants suggests that the reserve winners are probably not receiving 
the financial and other support services they need at the Community 
Colleges. 

If ftudents could sign a waiver on the reserve application form giving 
the Student Aid Commission authority to inform both the recipients* 
Community Colleges and intended transfer institutions that they were 
reserve winners, both institutions could make available needed academic 
and financial counseling through personal outreach. By this means, the 
renewal and eventual transfer rate for Community College reserve winners 
might be improved to the same level as that for regular new Cal Grant A 
recipients, and the number of Coiumunity College reserve grants actually 
being activated by transfer students would increase by at least 50 percent, 
with no change in authorized new awards or other program provisions. 



SEVEN 

THE QUESTION OF CONSOLIDATION 



At present each of the three undergraduate grant prograns serves its own 
distinctive conftituency and fosters certain State t9P^s for financial aia. 
Nevertheless y there is some overlap in applicants and recipients who qualify 
for awsrds from more* than one program and nust choose the grant they wish to 
receive. For exanple, approxiaately 35 percent of all the applicantv fof 
either Cal Grant A or Cal Grant B currently apply for both programs but 
nearly two-thirds of all applicants ^pply to only one program. Of those who 
apply for either a Cal Grant A or Cal Grant C award, scarcely 6 percent 
apply for both; and there is littfe overlap between the Cal Grant B and Cal 
Grant C applicant pools. 

The Student Financial Aid Policy Study Group in 1978 recommended that the 
Cal Grant A and Cal Grant B programs be consolidated into a single program. 
Whether a consolidated program could better meet the State's goals for 
financial aid and more effectively serve the range of students currently 
receiving financial aid from the separate programs depends in large part on 
the size, funding level, eligibility criteria, and distribution mechanism 
selected. Furthermore, consolidation per se might simplify the application 
and award process, but it would not solve the problems limiting the effective- 
ness of current programs unless it also reduced the growing gap between the 
number of grants and number of financially needy applicants, narrowed the 
increasing gap between the size of each grant and educational costs, mitigated 
the increasingly restrictive eligibility provisions, and targeted awards iu 
such a way as to foster greater access and choice. 

At least three options might be considered for a consolidated Cal Grant A 
and Cal Grant B program: 



OPTION 1: Consolidate the Two Programs Using the More Inclusive 

Cal Grant A Eligibility Criteria and Distribute Awards on the 
Basis of Demonstrated Financial Need and Grade-Point Cutoffs 



Implications 

1- Such a consolidated program would eliminate large numbers of low-income, 
minority recipients currently receiving Cal Grant B awards because 
between 60 and 80 percent of current Cal Grant B recipients do not meet 
the present Cal Grant A grade-point cutoffs. 

2. A consolidated program would need to determine whether to include or 
exclude Community College students from eligibility. If they arc included, 
as they are presently in the Cal Grant B program, it is difficult to 
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.irtemine what impact they would have on the overall distxibutxon 
.iv.irds, but if they were excluded, as they are currently tn the Cal 
Gr<mt A program, over 3,600 low-income and minority Community C(?UeKe 
rrcipienta would be elimi ated. 

Provisions for maximum grant levels would need to include or exclude the 
present Cal Grant B subsistence grant or redefine the maximum grant, 
perhaps as some predetermined percentage of remaining financial need. 
Thr latter approach would be the most equitable and would provide lar^;er 
rants to remaining low-income recipients. 

Consolidation, especially if it were accompanied by an increa.se in the 
number of awards, would probably result in a lower grade-point cutoff 
than currently exists in the Cal Grant A program, but such a change 
vould not be as effective in adding additional low-income and minority 
recipients as comparable increases in authorized awards for the Cal 
Grant B program because large numbers of current Cal Grant B recipients 
vith low grade-point averages would still hm excluded from a consoli- 
•i ttf^<i program . 



Consohdate^ the Two Programs but Target Grants to the Types 
of Low-Income and Minority Students Currently Served by the 
C3I Grant B PrograJin 



I i t.r^'ting awards under a consolidated program to serve pr.marxly the 
\yr)i:s of low-tncoroe disadvantaged students receiving Cal Grant B awards 
v.ould require a much more restrictive definition of program eligibility, 
pf_ rh ips including lowering the existing Cal Grant A income ceiling. 
Thi.s would accelerate the decline? in the number of awa^-ds goin« to 
recipients at independent institutions and to the University of Califot- 
ni3 jnd remove eligibility from many of the current financially needy 
.ni.ddl!L*-income Cal Grant A recipients. 

Sa-.h .1 pro^r.jtn would clearly stress the access goal for State financial 
imI, but It would reduce the cuirent commitment to providing choice 
Nccpt for lovr-iQcome recipients. 

The mixii-n^oin grant could include either the current subsistence and 
t.iitiua provisions ot Cal Grant B fpresfimcrbly without the provib-ion 
v-ruhibitini^ tuitioo coverage the first year) o*- rely on defining tfic 
tnixifrnxn xrcnt d.. some predetermined percentage uf remaining need. 

... >accetst'uily target awards primarily to low-income students would 
pmbfbly require elimination of the grade-point distribution mechanism 
ubtj.J in the Cal Grant A program, and this might create a situation where 
rom- awards would be offered to students applyirig to institutions at 
vhjch tht:y are not admissible, 
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OPTION 3, Consolidate the Two Programs and Expand Funding and 
the Number of Authorized iNew Awards Sufficiently 
to Continue to Serve the Same Wide Range of Students 
Currently Served by the Separate Programs; 



Imp 1 X cat I on s 

The most likeiy approach to insure that both more low-mcome, disadvantaged 
students attending all segments and middle- income students attending four- 
year institutions continue to be served by State financial aid programs 
would be some type of entitlement program, perhaps assuring grants to all 
applicants with a certain level of demonstrated financial need and a minimum 
grade-point average. But as the entitlement options for the separate programs 
illustrated, the cost of implementing s'lch a consolidated option would be 
staggering, even if no attempt were made to broaden current eligibility 
criteria or to increase maximum grants to cover remaining need more fully. 
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